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COMMENTS ON THE "POSITIVE THEORY OF 
CAPITAL." 

The difference of opinion existing among the foremost 
writers regarding the cause and law of interest indicates 
that the field of economic research is far from being ex- 
hausted. Professor E. v. Boehm-Bawerk's contribution * 
to the controversy contains a most comprehensive review 
of the various doctrines, and shows clearly the existing 
conflict of opinion on this subject. In his History and 
Critique he points out the errors of the principal theories 
tliat had been advanced before the publication of his 
works; and in the second volume, Positive Theory of Capi- 
tal, he evolves a theory which he believes to be free from 
the objections he had urged against other doctrines. But 
this theory also is not invulnerable. To a certain point 
of his demonstration he proceeds with rare clearness and 
unquestionable logic ; but subsequent conclusions are im- 
paired by a flaw in the argument. In order to point out 
this defect, it will be necessary to give a brief outline of 
the theory of value, in which Professor Boehm-Bawerk 
rightly seeks the key to the law of interest. I propose to 
do this by a method wliich I have used to advantage in 
my private studies for several years past. 

A man desiring a certain thing mu^st either produce it 
himself or purchase it. In selecting the second method, 
the question arises as to the amount of other valuables he 
will give in exchange ; and there exists for the time being 
a definite limit, beyond which he will not go in his bai- 
gain, and which depends on various conditions. Rather 

*Dr. Eug-en v. Boehra-Bawerk, KapHal unci Kapitalzins. Vol. I., Ge- 
schichte und Kritik der Kapital-Zinsthemieen. Vol. II., Positiv Theorie dea 
Kapitals. Iniisbriiek, 188i). 
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than go beyond it he maj^ prefer either to do without the 
desired object or to make it himself. This limit is largely 
influenced by the quantitj^ of goods involved in the bar- 
gain or already in possession of the purchaser. A first 
quantity being once obtained, tlie limit for a second quan- 
tity will fall below that of the first, and the limit for a 
third below tliat of the second. If this assertion is in- 
verted, it assumes the following more familiar form. " The 
cheaper a thing is, tlie more of it will be bought, some of 
it being put to uses which a higher price would forbid." 
This subject has indeed been discussed in the Positive 
Tlicory of Capital in such a masterly manner that it is 
needless to elaborate it here. 

When we take into account not oidy one would-be 
buyer, but all those who have access to a market as 
buyers, a limit of price can be conceived for each article, 
contingent on the amount of trade ; and the law of this 
limit is obtained by aggregating the amounts that would 
be bought by the in- 
dividual buyers. An 
article may be offered 
at a price so high 
that no sales will be 
made. At a some- 
what lower price, per- 
haps one or a few 
buyers may be found; 
and, as the price is 
lowered still more, a 
larger quantity will 
find sale. This con- 
dition of the market may be represented by the descend- 
ing curve B of Figure 1, the abscissae representing the 
quantity in demand wlien the price equals the ordinates. 
This curve may be appropriately termed the "buyers' 
limit." It shows at a glance the variable amounts that 
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will be bought as the price is higher or lower. Thus, 
if the j)rice is equal to Op, the quantity Oq will be pur- 
chased. It shows by how much a falling price will in- 
crease the demand or a rising price will reduce it. 

For each seller there exists a limit below which he 
is unwilling to sell ; and the limits of all sellers can be 
arranged in a rising order and presented by the ascending 
curve S, which may be termed the " sellers' limit." This 
curve exhibits the variable amount that will be offered in 
the market as prices change, increasing with a rising price 
and diminishing with a falling price. 

Assuming these curves to be correctly traced, it can be 
demonstrated that the price of the class of goods under 
consideration tends to adapt itself to the rate Op', corre- 
sponding to the point of intersection m of the two curves, 
which may be termed the " margin " ; and the amount of 
trade will be represented by the abscissa 0(^ of this point. 
It appears at sight that, if the price were higher, the quan- 
tity offered for sale would exceed the quantity demanded ; 
and a number of sellers, whose limits are below the pre- 
vailing price, could not dispose of their goods, while there 
are prospective buyers who, though not willing to give the 
prevailing rate, are willing to pay a rate beyond those 
limits. These remaining buyers and sellers, whose lim- 
its still overlap, will agree to exchanges at lower rates, 
thereby giving the price a downward tendency. On the 
other hand, the price has a tendency to rise if the prevail- 
ing rate should happen to be beyond that indicated by 
the margin m. Since the amount demanded at that rate 
exceeds the supply, the competition of the buyers, all of 
whom cannot be satisfied, creates a tendency of the price 
to rise. By the effect of competition, the price will ac- 
cordinglj^ adapt itself to the rate of the marginal point m. 

To anticipate all possible objections to this mode of pre- 
senting the theory of value, it would be necessary to carry 
the discussion further than the object of the present paper 
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would warrant. Suffice it to say that the conclusion is 
identical with that obtained in the Positive Theory of Cap- 
ital. The tabulated illustration of the horse market,* in 
which tliere are a number of buj-ers, Al, A2, A3, whose 
limits are 800, 280, etc., florins, and a nvimber of sellers, 
Bl, B2, B3, whose limits are 100, 110, etc., florins, can be 
advantageously represented by Figure 2. 
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The curves, instead of being of a continuous nature, will 
assume the form of steps ; and they will obviously not 
ijiterseet in one point, but will overlap between 210 and 
215 florins. Tlie diagram would accordingly indicate that 
the market price would be somewhere between these two 
figures, but would not reveal the precise position between 
them. It would also indicate that five horses would be 
sold. This agrees fully with the conclusions of the author 
of the illustration. 

The law of value illustrated by this diagram, although 
differing somewhat in the method of presentation, and 
originated without any knowledge of the work of the 
Austrian economists, is clearly identical with the theory 

*Compare Quarterly Journal of Economics, October, 1888, vol. iii. p. 15. 
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of value advanced by them. The diagram may therefore 
be used in economic analysis whenever the law of value is 
involved in the problem. 

The merit of the labors of Professor Boehm-Bawerk in 
clearly elaborating the law of value cannot be overesti- 
mated. As a basis for economic research, a more solid 
foundation than the theory that values are determined by 
the subjective judgment of the marginal couples cannot 
be conceived. It is therefore the more to be regretted 
that in his analysis of the effect of cost of production on 
values he has reached a debatable conclusion. He elimi- 
nates cost of production as a factor in the determination 
of value, on the ground that producers and traders, who 
hold an excess of the goods which they manufacture or 
handle, put an exceedingly low valuation on them, having 
more than they need. 

This conclusion might be sufficiently correct if applied 
to commodities that are going out of use, such as articles 
of fashion after the fashion has changed, or things that 
have been superseded by other things better adapted to 
the purpose for wliich they are intended. But these are 
exceptional cases, and should not be made the types 
for the derivation of general laws. When speaking of 
goods that are constantly being reproduced, the economist 
desiring to find the sellers' limit should ascertain the 
lowest rate at which manufacturers and dealers are will- 
ing to sell and to continue to produce ; and producers will 
obviously continue to produce only if they can realize 
at least their outlay plus the amount which they could 
acquire by applying their efforts to other pursuits. This 
being really the cost of production, including the market 
value of their own services, it would appear that the value 
of staple goods is more closely related to the cost of pro- 
duction than the author of the Positive Theory of Capital 
admits. 

The question here involved, being most intimately re- 
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lated to the new theory of interest, needs careful consider- 
ation. A difference in the subjective valuation of present 
and future goods, — or mature and immature goods, as 
they may more appropriately be termed, the latter being 
as yet unable to minister to human desires — is the basis 
of the new theory. But this cannot explain the phenome- 
non of interest if the cost-of-production theory of value 
can be successfully defended. In fact, the refutation of 
tliat theory has evidently been considered an essential 
step in the derivation of the new theory of interest. 

For the purpose of analyzing the effect of cost of pro- 
duction upon value let us divide staple articles into three 
classes. There are (1) those the production of which is 
falling off, (2) those which are produced at a persistent 
rate, and (3) those the production of which is being in- 
creased. It cannot be difficult to detect the reason of 
either constancy or inconstancy of production. When- 
ever the value of goods happens to be below the cost of 
producing them, the producers will change the direction 
of their efforts, and the rate of production will be dimin- 
ished. When, on the other hand, the value exceeds this 
cost, more producers will be attracted to the trade, and 
the rate of production will be increased. A persistent 
rate of production invariably indicates that the value of 
the product and the cost of production at the margin are 
equal. 

This equation, however, does not by any means indicate 
that cost is the cause of value. An engineer can calculate 
the speed of a steam-engine from the construction and 
dimensions of the governor, yet he would never think of 
asserting that the governor is the producer of the motion. 
He refers the speed of the engine to the governor on the 
assumption that the prime mover, the steam, is supplied. 
Why, then, should the economist, who refers value to 
cost, not be permitted to assume that the prime cause of 
value — namely, subjective valuation based on utility — is 



196 qUAUTERLT JOUBNAL OF ECONOMICS 

present? An engine without steam will not move, what- 
ever be the construction of the governor : a thing without 
utility will have no value, whatever be the cost of pro- 
ducing it. The engineer's assertion does not preclude 
a possible variation of the speed of the engine from the 
computed rate, be it occasioned b}^ the tardiness of the 
governor's action, permitting temporary fluctuations, or by 
a lack of steam. So can value temporarily vary from cost, 
even for long periods, if the action of the regulator is as 
tardy as it is in the case of most food products, the volume 
of which can be readjusted only at yeaiiy intervals, or 
the departure may be permanent if the utility is affected 
from any cause whatever. 

We are certainly justified in concluding that, in refer- 
ence to staple articles, the Austrian theory of value most 
decidedly confirms the thought that underlies the doctrine 
of Uicardo, who refers the value of things to the quantity 
of labor necessarily bestowed on their production by those 
who continue to produce them under the most unfavorable 
circumstances under which the quantity of produce re- 
quired renders it necessary to carry on the production. Ri- 
cardo's theory is defective only inasmuch as labor cannot 
be measured except in a subjective sense. Hence " quan- 
tity of labor " is a meaningless term, unless accompanied by 
rational definition. Of late the term " cost of production " 
has been substituted, tliough hardly defined with sufficient 
clearness. Not only should the value of the labor of the 
manufacturer be added to his outlay in paying wages to 
employees, in buying material and auxiliaries, but these 
outlays should be still further analyzed. Even the Aus- 
trian economists, who have so largely contributed to a 
clearer understanding of the law of value, look upon cost 
as though it were at least in part composed of the value of 
the materials. Although this is perfectly correct when 
we consider the cost to the person having contributed the 
last productive efforts, it is a very superficial view. The 
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failure to reach a fundamental conception is attributable 
to the intricacy of a system of production resting on the 
division of labor. If all labor, mental and physical, direct 
and indirect, expended in the production of any one thing, 
\\ero performed by only one man, who took the raw 
material directly from Nature's store, the cost of material 
would not appear as part of cost of production : his ability 
to produce other things with what he considers an equal 
amount of exertion would take the place of cost. Com- 
plications arising from the division of labor can be avoided 
in economic analysis by conceiving the producer of a 
thing as being not a particular person, but the entire 
human agency, properly apportioned, and viewed as an 
entity, which furnishes the sum of all human exertions 
contributing to the production of that thing. In its 
ultimate analysis, the cost of production of a thing cannot 
be referred to its value when in an immature state, or in 
that state in which it is known as " material of produc- 
tion," but must be understood as being that which the 
producer might have made with the expense of equal 
energy, had he not made the thing in question. The cost 
thus conceived is what he relinqnishes, and obviously con- 
stitutes the lowest limit at Avhich he is willing to dispose 
of his products and to continue to produce indefinitely. 

But even there the ultimate analysis of value is not 
reached, for the desire to possess has been assumed. This 
desire is promjjted solely by the utility of a thing; and 
the Austrian theory of valne, in postulating for each thing 
a series of utilities of varying importance, ascribes value 
to final utility, ignoring the difficulty of attainment as a 
factor in the determination of value. It can be demon- 
strated, however, that for staple articles "final utility" is 
not independent of " difficulty of attainment" ; and conse- 
quently the new theory does not refute the old, but is 
simply complemental thereto. 

Subjective valuation is the result of a mental com- 
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parison of the loss of one thing with the gain of another, 
or of the exertion expended in production with the grati- 
fication experienced in the act of consumption, both being 
regarded as balancing each other ; and, this equation being 
the basis of every subjective valuation, either of the terms 
can be substituted for the other. 

To illustrate this more clearly, let us take the colonist 
who has five sacks of grain, of which he can make some 
such disposition as the following. One sack is absolutely 
necessary barely to sustain his life. The second will 
supplement his meals, enabling him to remain strong and 
healthy. With the third he will feed poultry, to obtain 
a greater variety of food. The fourth he uses to make 
whiskey, and with the fifth he feeds a number of parrots 
which he keeps for his amusement. The colonist will un- 
doubtedly have thoughts for the future, and will consider 
how much of his land he will jDrepare for the next season. 
Now, let us suppose his experience has taught him that, in 
order to reap five sacks of grain, he must work fifteen 
hours daily. He will, then, ask himself if it is worth his 
while to work so hard. Since other work will also engage 
his attention, he would have hardly any time left for 
sleep. He will compare the enjoyment he can derive from 
the use of the grain with the sacrifice he must bring in 
order to obtain it, and \waj prefer to forego both the 
parrots and the whiskey rather than to wear himself out 
by excessive work. During the ensuing year the final 
utility of grain will therefore be the feeding of poultry. 
After some years he will acquire a modern plough and im- 
proved harvesting implements, and will find that he can 
obtain a sack of grain for each two hours of daily work. 
He will now compare the pleasure derived from the use 
of whiskey with the sacrifice of two hours of work each 
day, and will decide in favor of the whiskey. He will 
accordingly cultivate enough land to reap four sacks, 
and the final utility of grain will be transferred from the 
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feeding of chickens to the making of liquors. Still later 
the surrounding country will be more densely settled, and 
by division of labor the arduous work will be still more 
lightened. Sowing will be done by machines, harvest- 
ing by reapers, and threshing machines will take the place 
of the flail. The enjoyment our friend is able to derive 
from the pranks of the parrots is now considered an 
adequate remuneration for the trifling labor required for 
I'aising the fifth sack, and the final utility will be shifted 
to this point. In fact, its location in the series of possible 
utilities depends ultimately on the difficulty of attainment. 

If all men had equal tastes and equ.al faculties, these 
comparisons would lead to equal results, and the law of 
value as regards staple articles would rest on them. But, 
since this is not the case, the resultant of the different 
subjective valuations must be found, as in the illustration 
of the horse market, by pairiiig off the overlap})ing valua- 
tions ; and we must accept the judgment of the marginal 
couple as to what constitutes equality between difficulty 
of attainment and utility. 

The point at issue can be still further amplified. Refer- 
ring to Figure 1, it is not difficult to see that the area 
enclosed below the curve B virtually represents the sum 
of utilities to which the class of goods in question can 
be put by those who have access to the market, or the 
sum of all subjective valuations of all gratifications ob- 
tainable from those goods. But while this curve alone 
is known, the value remains indeterminable. In the 
same sense, the area enclosed below the ascending curve 
S virtually represents the difficulty of attainment, or 
the estimation of the sacrifice which must be made in 
producing things. But a knowledge of the course of this 
curve regarding a certain article would not enable us to 
find its value. Only when both curves are known, when 
a compaiison of utility with cost can be made, can we 
reach conclusions as to value. Each of the two lines 
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locates the final point of the other. It is, therefore, as 
irrational to speak of final utility as a quantity indepen- 
dent of the sacrifice re(;[uired in producing the goods as it 
is to speak of the marginal difficulty of production as a 
quantity independent of the utility. In ignoring dilfi- 
culty of attainment, the Austrian school commits an error 
equal to that which they criticise in their opponents, of 
ignoring utilitj' as a factor in marginal cost. 

It must not be forgotten here that market value will 
coincide with cost, or final utility with difficulty of attain- 
ment, only when reproduction takes place at a persistent 

rate, such persistency being a 
result, and therefore a true cri- 
terion, of the equation between 
marginal cost and value. But 
inasmuch as an excess of value 
over cost, by stimulating pro- 
duction, tends to increase the 
volume and consequently to 
lower final utility, while an ex- 
cess of cost over value tends to 
discourage production, thereby 
reducing the volume and raising 
final utility, a tendency of the 
value of all staple articles to adapt itself to cost of pro- 
duction cannot possibly be denied. 

On the other hand, the value is independent of cost, if 
reproduction is impossible or in any way restricted. The 
value of a painting of an old master bears no comparison 
with the cost of either canvas or paint. That which is 
produced by secret process known to but one or a few 
men is independent of the cost or the amount of labor re- 
quired. When, by guilds or labor unions, the output of 
an article is regulated, the conditions that adjust values 
to cost are not present ; nor is the equation realized 
when the right of production is conferred on but one 
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or a few persons. The amount offered by sellers being 
less tlian it would be without this restriction, the diagram 
assumes the form shown in Figure 3; and final utility, on 
which tlie value hinges, and which is measured by the 
ordinate 0/5, has no relation to the limit of the last seller, 
which equals 01. 

It i.s now manifest that the doctrine according to which 
the value of things tends to adapt itself to marginal cost, 
thougli not universally true, is true for practically all 
articles of manufacture. In searching for the cause of 
interest, we are justified in confining our attention to just 
such goods, since their production is the principal source 
of interest. It is well known that the profits from the 
manufacture of things that are in active demand exceeds 
the current rate of interest, while articles that are disap- 
pearing from the market, on account of a declining de- 
mand, return a less profit or are even a source of loss to 
their makers. Since we should ignore exceptional cases, 
it is not improper to confine our inquiry to goods of per- 
sistent reproduction, the value of which equals the mar- 
ginal cost. 

Interest being, in its ultimate analysis, an excess of the 
value of the products of manufacture over their cost of 
production, it appears that facts are in conflict with the 
law of value as above presented. An excess of the value 
over the cost is certainly out of the question, if cost and 
value are e(iual. Yet, since this excess is a matter of fact, 
it must be capable of explanation. 

We are here approaching a most perplexing point of the 
problem, and should exercise the greatest care to avoid 
too hasty a conclusion. It will be remembered that the 
term ■' cost of production " was understood as embracing 
not merely the actual outlay of the manufacturer, but, in 
addition, the lowest amount that will induce him to apply 
his efforts to the particular branch of production we have 
under consideration. Is it possible to find the clew to the 
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problem of interest in this item ? It is certainly not ad- 
missible to argue that, because the manufacturer would 
receive interest by investing his capital elsewhere, he 
would not apply it to this line of manufacture without 
obtaining interest; for that would be virtually assuming 
the ability of capital to return a revenue. But may not 
the manufacturer's reluctance to convert his wealth into 
forms from which gratification can be derived only in the 
distant future, may not his preference for mature over 
immature wealth, affect his choice of occupation? 

This preference manifests itself in a desire to borrow ; 
and, being of the nature of all other subjective valuations, 
its resultant can be obtained by pairing off, as it were, the 

oveilajjping couples of 

borrowers and lenders. 

This process can be 

most conveniently 

placed before our eyes 

by means of Figure 4, 

in which the limits of 

both borrowers and 

lenders are r e p r e- 

sented by curves. We 

need only inquire into 

the conditions which determine the course these curves 

are likely to take, and from their character judge where 

the point of intersection will be located. 

As regards the curve that may be called the lenders' 
limit, this inquiry presents no serious difficulty. The 
subject of risk, which is, as a rule, treated independently 
of interest proper, can readily be disposed of. All loans 
being subject to a certain amount of risk, the rate of 
which depends on the nature of the security the borrower 
is able to oifer, the lender will require, in addition to 
whatever he may demand for other reasons, a premium, 
the limit of which will equal that which will suffice, in the 
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average, to cover losses arising from the uncertainty of 
repayment. But this item, universally known as the risk 
premium or insurance, and recognized as an independent 
part of the gross interest, can rightfully' be neglected in 
discussions on interest proper. The lenders' limit may 
therefore be examined on the assumption that the return 
of the principal of the loan is subject to no risk whatever. 
We must ask, tliea, wliat is the lowest rate for which men 
will accumulate wealth and lend it to others. However 
manifold the inducements may be to accumulate wealth, 
the desire to j)rovide for possible contingencies that may 
arise in the unknown future is by far the most prominent 
of all ; and, when this is the motive, the fear of future want 
creates a desire to produce in excess of present needs with 
a view to save the surplus. This saving is, then, the re- 
sult of a desire to delay the consumption of part of that 
which lias been produced, of a preference for future over 
present gratification, intense enough to induce men to 
assume the risk of accidental destruction and of deteriora- 
tion, to which all wealth is subject. This desire is the 
reverse of that claimed to be the cause of interest. In- 
deed, since by postulate a return of the loan is practically 
assured by the risk premium, the possessor of wealth has 
reason even to offer payment to the borrower — say, by 
accepting a rate of interest slightly below the rate of risk 
— for the service of relieving him of the trouble, expense, 
and ]isk involved in preserving his wealth, provided he is 
unable to make a better bargain. The limit of interest 
proper is thus really of a negative nature. 

Other motives for saving must, however, not be ignored. 
Altliough wealth is accumulated primarily because of the 
uncertainties of the future, the prospect of gaining a rev- 
enue from it is a powerful stimulant, and, other things 
equal, will tend to increase the accumulations. The 
amount of accumulated wealth will accordingly bear a 
relation to its power of bringing a revenue, capable of 
representation by the ascending curve L of Figure 4, just 
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as the relation which the volume of commodities offered in 
the market bears to their value can be represented. The 
only difference is that in the present case the curve starts 
below the neutral axis and crosses it at the point z, the 
abscissa Oz of which equals the amount of wealth that 
would be accumulated and available for loans if the only 
advantapje of lending were the saving of the trouble and 
risk of keeping the wealth, and if lenders were conse- 
quently unable to obtain interest exceeding the rate of 
risk. 

While the study of the general nature of the lenders' 
limit presents no difficulty, an attempt to trace the con- 
ditions on which the borrowers' limit depends leads to a 
serious difficulty. By far the greatest bulk of borrowing 
is done by business men, who wish to use the borrowed 
wealth in their business, and not for immediate consump- 
tion. What they seek to borrow is capital, or immature 
wealth, from which mature wealth can be realized only in 
the distant future, sometimes more distant, indeed, than 
the end of their loan contract. Therefore, it cannot be 
said that they borrow because they prefer present to future 
gratification. In fact, were they asked for the reason of 
their willingness to pay interest on borrowed capital, they 
would reply that employed capital enables them to carry 
on their business more profitably. The limit of interest 
these borrowers are willing to pay on capital depends 
accordingly on the power of capital to return an income, 
and cannot by any means aid us in our search for the law 
that determines the extent of that power. Their demand 
for loans must be ignored as useless for our purpose. 

Since the demand for loans implies an ability to give 
security, just as the demand for commodities implies an 
ability and willingness to give other commodities in ex- 
change, the desire of those having no credit must likewise 
be eliminated. The demand for present wealth in ex- 
change for future, being for this reason not very extensive, 
the curve representing the borrowers' limit will most prob- 
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ably take a course similar to the line B of Figure 4, and 
the inclicatious are that the point of intersection will be on 
the negative side of the base line. To obtain more direct 
evidence, we should compare the amount of wealth that 
would be accumulated by the provident, even though 
they could not hope to receive a revenue from their sav- 
ings, with the amount which the spendthrifts would bor- 
row at the expense of their future welfare. Considering 
now that the borrower, to have credit, must possess 
wealth, it api)ears that the demand for loans can never 
exceed the amount of existing wealth; and, although a 
large portion of the wealth constituting the securities may 
be immature wealth, and therefore not available for loans 
to those who desire present gratification, we have no rea- 
son to expect the intersection of the curves to be above 
the base line. We cannot escape the conclusion that the 
desiie to delay consumption for the purpose of accumulat- 
ing wealth, even if the rate of interest were zero, must by 
far exceed the demand for present goods by those who are 
entitled to credit, since credit is accorded only to those 
who have accumulated wealth, and have thus exhibited 
a preference for future over present gratification. The 
point of intersection being located below the neutral 
line, the theory of interest based on a preference for pres- 
ent over future goods will result in a negative rate. It 
cannot be accepted before this difficulty is explained. 
Indeed, tlie fact that immature forms of wealth are being 
produced as well as mature forms refutes the assumption 
that the latter are preferred. 

For the sake of argument, it may even be admitted that, 
under certain circumstances, the point of intersection of 
the two curves might be above the base line. For in- 
stance, in a newly colonized country, where men are 
obliged to direct their efforts towards meeting their im- 
mediate needs, where any attempt at accumulation would 
entail hardship and privation, tlie lenders' limit may take 
a course as indicated by the dotted line L, and the mar- 
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gin m would be above the neutral line. But this condi- 
tion does not exist in countries in which the industries 
are well developed, where armies of workmen are unable 
to secure employment, the manufacturers having more 
goods in stock than they can dispose of; where, by reason 
of an alleged overproduction, legislative measures are 
taken to secure the home market to domestic producers ; 
where the desire for foreign markets prompts negotiations 
for treaties of reciprocity. If the final utility of commo- 
dities, in the series of all utilities, is determined by diffi- 
culty of attainment, then there is no reason why the final 
or marginal valuation of present over future goods should 
not be equally related to the difficulty and hardship ex- 
perienced in saving wealth. "While all forms of wealth 
are a drug in the market, while the pressure of competi- 
tion renders it difficult to dispose of the goods produced, 
while the desire to produce still more wealth is so over- 
whelmingly indicated by the demand for work, this diffi- 
culty has no existence, and the hardship imposed by 
saving cannot be otherwise than imaginary. 

We can now briefly review the conclusions to which 
these thoughts have led. Unless we deny that capital, 
when invested in the production of staple articles that are 
produced at a persistent rate, can return interest, we must 
be able to trace the cause of interest on this line ; and, 
persistency in production being the result of an equation 
between marginal cost and value, an excess cannot exist. 
Interest, therefore, cannot accrue to the marginal pro- 
ducer, and, consequently, cannot be an effect of subjec- 
tive valuation. No alternative is left but to seek the cause 
of interest in the difference of cost to different producers. 
Those sellers who can produce cheaper, and whose limit is 
accordingly below that of the marginal seller, can realize 
from the sale of their products an excess over and above 
cost of production ; and this difference in cost of produc- 
tion constitutes the only field in which the law of interest 
on capital can be looked for. 

Hugo Bilgkam. 



